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PERSPECTIVES 


hroughout the past decade, the global economy has been transformed by 

internationalization of markets, swift development of new information and produc- 

tion technologies, and a continuing decline in the importance of natural resource 
industries as rural employers. “So far, the new economy has been primarily an urban 
one,” says economist David McGranahan of USDA’s Economic Research Service. 


The major issue confronting many rural areas in the 1990’s is whether they will be 
able to carve out economic niches to replace those lost in the 1980’s. “The past decade 
was difficult for rural areas,” McGranahan explains. “Unemployment remained high, real 
earnings showed little overall growth, and many of the better educated young adults left 
their rural homes to pursue urban careers.” 


Rural per capita incomes stagnated in the 1980’s, and the urban-rural income gap 
widened, he notes. Although the most recent recession narrowed the gap between rural 
and urban unemployment, disparity in earnings and outmigration of better educated rural 
youth persisted in 1990. 


The critical problems of rural areas appear to stem from minimal participation in the 
new economy, McGranahan says. Rural areas have historically relied on branch 
manufacturing plants for new jobs—but in the past decade, national employment in such 
plants declined for the first time since World War Il. 


“Increasingly global markets and rapid technological change meant declining 
opportunities in traditional production occupations and new opportunities in manage- 
ment, research, and related occupations,” he says. “Businesses offering such opportu- 
nities tended to locate in urban areas, largely because of their need for specialized skills 
and resources.” 


In addition, the remoteness of rural areas may make them unsuitable for these 
businesses, which depend on quick access to information, technology, and financial 
resources. “There is little evidence that face-to-face contacts have become less impor- 
tant with the advent of the new technologies,” McGranahan says. “Indeed, information 
technology may have increased market volatility and technological change, making 
face-to-face contact more vital then ever.” 


What does all this mean for rural policy development? “Improving the educational 
levels of rural youth is critical to their future, because without significantly upgrading their 
skills there is a danger that rural labor will be competing with developing countries for 
low-skill production jobs,” McGranahan says. “But this approach may not produce lasting 
benefits for the local rural areas—unless rural employers know how to take advantage 
of enhanced workforce skills.” 


The knowledge and skills of rural business owners and managers also need to be 
upgraded, he says. Providing an information-rich environment that those in rural areas 
can use to learn about emerging economic opportunities, new business methods, and 
changing markets is another key to rural viability. 


Finally—given the rapidly changing nature of economic opportunities—rural devel- 
opment strategies with a decentralized, flexible character seem most likely to be 
effective, McGranahan says. 


— Priscilla B. Glynn 
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Developing Strategies To Rebuild 
Rural Economies 


Ax the United States, policymak- 
ers are grappling with the ongoing 
challenge of revitalizing rural economies. 


“During the past decade, leadership in rural 
development has gravitated toward State 
governments,” explains social science re- 
searcher David Sears of USDA’s Economic 
Research Service (ERS). And, however 
many rural-related programs a State may 
have, it might well benefit from bringing the 
key players in its government together to 
consider how best to organize—or reorgan- 
ize—the resources devoted to rural areas. 


“If these people all sat down one day and 
asked themselves what they could, or 
should, do to stimulate rural economic de- 
velopment within their State, they’d have a 
number of choices to make,” Sears says. 


In the spring and summer of 1990, Sears, 
together with economists John Redman 
(also of ERS), Richard Gardner (with the 
Idaho Governor's Office), and Stephen 
Adams (of the Maine State Planning Office), 


related to the construction industry 


4 


There is no “right” way 
for a State to organize 
itself to promote rural 
economic development. 





had the chance to observe top policy teams 
from 10 States addressing the substantive 
and organizational questions surrounding 
rural development policy. 


Together with other rural development spe- 
cialists from across the Nation, the four 
analysts served as faculty and coaches for 
a rural policy academy, held under the aus- 
pices of the Council of Governors’ Policy 
Advisors. There they watched repre- 
sentatives from Arkansas, California, lowa, 
Maine, Michigan, Mississippi, Missouri, 
North Dakota, Pennsylvania, and Wyoming 


attempt to work out ways to strengthen the 
rural economies of their States. 


The experience led the analysts to develop 
some effective approaches that State poli- 
cymakers across the Nation might take to 
deal with the key issues that confront them 
in formulating initiatives for rural economic 
development. 


Sears and his fellow analysts concluded 
that there is no one “right” way for a State 
to organize itself to promote rural economic 
development. On the other hand, there are 
certainly some ways that offer more prom- 
ise than others. “Sound rural development 
initiatives must be rooted in an individual 
State’s economic, social, cultural, organiza- 
tional, and political realities,” Sears notes. 
“What works well in one State might not in 
another.” 


Getting Started 


So how can States go about invigorating 
their rural economies? 
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All States have done some thinking about 
rural development strategies and carried 
out some development activities, Sears 
says. Many of them also have State plans, 
which usually include major economic de- 
velopment components. In addition, cities, 
counties, regional councils, universities, or 
special State commissions often have con- 
ducted studies on one or more aspects of 
the State’s rural economy. “Consequently, 
in any State, a variety of documents are 
available that lay out the previous research 
and thinking on some or all aspects of rural 
development,” Sears says. “The Wyoming 
policy team, for example, identified over 20 
documents containing data and analysis on 
important aspects of the State’s economy.” 


Of course, not all of the previous work will 
provide useful information or insights. “The 
work may be out of date, based on weak 
data, no data, or faulty analysis, or suffer 
from other problems,” Sears explains. “Nev- 
ertheless, a State that plans to launch a 
major rural development effort is likely to 
find it worthwhile to look carefully at any 
prior work and draw from it any usable 
information.” 


The State also should seriously consider 
conducting a detailed analysis of its econ- 
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omy, the analysts say, since actions that are 
grounded in solid analysis of the State’s 
economic situation have a much better 
chance of achieving long-term benefits than 
quick reactions to crises. 


The State’s identification of its major eco- 
nomic problems and opportunities is likely 
to be most useful if it is based on up-to-date 
analysis. And for each key sector of the 
State’s economy (including those of poten- 
tial as well as current importance), State 
leaders will find it valuable to understand 
how that sector is positioned in the U.S. and 
world economies, and how that position 
limits or offers expansion opportunities. 


For instance, who are the competitors? 
What are they doing? How do they resem- 
ble or differ from State firms in this sector in 
terms of productivity, technology, manage- 
ment, investment levels, wages and sala- 
ries, workforce quality and training, and 
product development? How are markets 
and technology changing in the State, 
across the Nation, and around the world? 


The analysts also urge State policymakers 
to consider building on the State’s existing 
economic base. “When formulating alterna- 
tives for economic development, there is 
often a strong temptation to shift from tradi- 


tional to new activities, such as biotechnol- 
ogy, specialty commodities, and robotics,” 
Sears notes. “But often a State would do 
well to continue its economic activities of 
recent years, only in a different way.” 


The most effective State efforts to enhance 
rural economies generally build on the basic 
foundations and comparative advantages 
of its current economy. “Many States are 
looking into opportunities offered by value- 
added agricultural products,” Sears says. 
“For instance, the lowa team proposed fo- 
cusing on its food processing industry to 
add more value to the State’s agricultural 
output, and the North Dakota team pro- 
posed devoting more attention to its energy 
byproduct industry as an adjunct to State oil 
production.” 


Rural development planners are likely to 
find it productive to ask themselves which 
institutions—in the private as well as the 
public sector—could contribute to the de- 
velopment and implementation of a rural 
economic strategy. “Planners may want to 
draw up a checklist of institutions to ensure 
that those critical to the strategy’s success 
are involved in its development,” Sears 
says. The North Dakota team identified over 
100 public agencies and private organiza- 





Urbanization provides business opportunities for 
some rural areas, especially those near large 


cities 


tions working on economic devel- 
opment in that State. 


Pertinent questions to be asked 
about candidate institutions in- 
clude: Which ones are active in 
rural development? Which have 
proved to be effective? Which 
have potentially useful re- 
sources, such as funds and 
skills? Which are powerful, 
whose support might be critical to 
the success of a rural develop- 
ment plan? Which are en- 
trepreneurial, flexible, and in 
touch with their clientele? 


In order to carry out this type of 
analysis and strategy develop- 
ment, State planners may want to 
consider establishing partner- 
ships with knowledgeable private 
sector parties. Very often the in- 
dividuals and organizations with 
the most detailed understanding 
of what is going on in an industry 
are those working in it. 


“Private sector involvement will 
also help the State avoid propos- 
ing policies or programs which 
are not well targeted to actual 
needs, or which could even be 


To Find Out More About Strategy 
Development... 


The recommendations presented in 
this article are spelled out in detail in 
a new book entitled Gearing Up for 
Success: Organizing a State for 
Rural Economic Development, by 
Sears, Redman, Gardner, and 
Adams. 


The book also lays out key choices a 
State must make in formulating a 
rural development plan, as well as 


the pros and cons of various 
answers that might be chosen. The 
book is replete with examples that 
underscore and clarify the general 
points covered. 


It is available from the Aspen 
Institute (a nonprofit organization 
whose membership consists 
primarily of corporate executives) at 
(202) 736-5800. 


counterproductive,” Sears adds. For exam- 
ple, if training is to be an essential element 
of a rural development strategy, then com- 
ments and suggestions from employers, 
trainers, and potential trainees should prob- 
ably be obtained. Similarly, if improved 
health care is to form part of the strategy, 
information from medical personnel and 
those who rely on rural health services 
would be valuable. 


The North Dakota team got very detailed 
information from manufacturers within that 
State. Nearly every manufacturer was con- 
tacted by a team member or other top-rank- 
ing official to learn about the problems and 
opportunities these firms face. The Gover- 
nor himself even made a few visits. “In 
addition to the obvious goodwill such an 
effort can create, the information garnered 
through these visits has proved to be ex- 
tremely useful to the team in designing its 
strategy,” Sears says. 


Political Support Crucial 


The analysts caution that the success of a 
rural development strategy will depend as 
much on its political support as on its opera- 
tional design. For instance, involving the 
Governor, top staff, and legislators in shap- 
ing the strategy can be vital to its success, 
since their leadership can help to forge a 
consensus on goals and actions among 
numerous organizations. 


“North Dakota’s success hinged very 
largely on having the active participation of 
the Governor's chief of staff and the legisla- 
tive leaders of both parties,” Sears explains. 
“Their commitment encouraged other key 
players, such as the Bank of North Dakota 
and the State universities, to participate 
fully in the rural development strategy.” 


Once the State has assembled a group of 
organizations and individuals to craft its ru- 
ral economic strategy, the group will likely 
find it worthwhile to establish clear priorities. 
Such goals will help the group focus limited 
resources on actions that are most likely to 
stimulate the rural economy. 


“Given the political and economic realities 
in most States, often the best approach 


FARMLINE « August 1992 





would be to keep the long-term vision in 
mind, but devote immediate efforts to 
achieving short-term objectives that sup- 
port the overall strategy,” Sears says. “Pur- 
suing limited objectives can lead to a string 
of small accomplishments that will encour- 
age State rural development efforts.” 


Finally, evaluation can be a very effective 
component of a State’s rural development 


strategy. “Evaluation can be used peri- 
odically to examine whether the strategy 
makes sense, or should be modified to 
increase its effectiveness,” Sears says. 


The analysts believe that such rigorous 
evaluation can yield large political divi- 
dends, since its presence may help con- 
vince decisionmakers that the resources 
will be used prudently. Moreover, if the 


evaluation can demonstrate that the strat- 
egy has produced positive results, it can 
bolster support for continued funding. & 


Based on information provided by David Sears 
and John Redman, Agriculture and Rural Econ- 
omy Division, Economic Research Service, and 
by Richard Gardner, Idaho State Governor's 
Office, and Stephen Adams, Maine State Pian- 
ning Office 


Top 10 States in Livestock Receipts 





Top 10 States in Receipts for Cattle, Hogs, and Broilers, 1991 





Cattle and Calves 


Hogs and Pigs 





Texas 
Nebraska 
Kansas 
Colorado 
Oklahoma 
lowa 
California 
South Dakota 
Minnesota 


Wisconsin 


$ billion 
6.16 


4.78 
4.27 
2.24 
2.23 
2.06 
1.68 
1.47 
0.98 
0.92 


lowa 

Illinois 
Minnesota 
Nebraska 
Indiana 

North Carolina 
Missouri 

Ohio 

South Dakota 


Kansas 


$ billion 
2.92 


1.17 
0.91 
0.88 
0.83 
0.66 
0.53 


Arkansas 
Alabama 
Georgia 

North Carolina 
Mississippi 
Texas 
Delaware 
Maryland 
California 


Virginia 








U.S. Total 





39.63 





U.S. Total 








U.S. Total 








* Broiler data is for year ending November 30, 1991. 
Source: USDA, National Agricultural Statistics Service. 
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Farm Population Decline of 1980 
Follows Long-Term Trend ; 


Ov about 2 out of every 100 Ameri- 
cans live on a farm, but 25 of every 
100 reside in a rural area. (As defined by 
the U.S. Census Bureau, rural areas are 


places with fewer than 2,500 inhabitants or 
open-country areas.) 


And despite the decline in the Nation’s rural 
farm resident population during the 1980's, 
the overall number of Americans living in 
rural areas increased over the same dec- 
ade 


“The number of persons living in areas that 
were rural in 1980 grew by 7.5 million during 
the 1980's,” says sociologist Laarni Dac- 
quel of USDA’s Economic Research Serv- 


“Most employed farm 
residents no longer 
work primarily in 
farming.” 





ice. “This increase of 12.6 percent com- 
pares with an increase of 7.2 percent, or 
12.1 million persons, in the population of 
urban areas during the same period.” 





The Number of Persons Living on U.S. Farms Has Dropped Sharply 


Over the Past Century 


Millions 
35 — 


1880 90 1900 10 20 


“1980 and 1990 estimates use current farm definition 


ae 


She notes that some of the decade’s in- 
crease in rural area residents was no doubt 
caused by the suburban expansion of urban 
areas into land that was rural in 1980. 


“Between 1980 and 1990, by far the great- 
est rural area population growth—91.9 per- 
cent—occurred within metropolitan areas, 
which contain both urban and rural sec- 
tions,” says Dacquel. The rural portion of 
metropolitan areas grew 28.6 percent, an 
increase of 6.9 million persons. The number 
of rural residents outside metropolitan ar- 
eas increased by only 1.7 percent, or about 
608,000 persons. Metropolitan areas are 
comprised of one or more counties contain- 
ing either a place with a minimum of 50,000 
residents or a Census Bureau-defined ur- 
banized area and a total metropolitan area 
population of at least 100,000 residents. 
Urbanized areas are settlements of 50,000 
or more residents. 


In contrast to rural population growth, the 
farm population dropped by nearly a 
fourth—24.1 percent—in the 1980's, with 
1.5 million Americans moving off the farm. 


“This means that the overall rate of decline 
among farm residents during the 1980’s 
was essentially the same as that in the 
1970's, when it was 25.4 percent,” says 
Dacquel. 


Dacquel and her colleague, geographer 
Don Dahmann of the U.S. Census Bureau, 
recently examined data from the Current 
Population Survey conducted by the Cen- 
sus Bureau. The most recent survey shows 
that in 1990, nearly 4.6 million persons lived 
on farms. That comes to 1.9 percent of the 
Nation’s population. (The Census Bureau 
defines a farm as a place that sold agricul- 
tural products valued at $1,000 or more in 
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the year preceding the survey. The rela- 
tively small number of farms located in 
urban areas was not included in its analy- 
sis.) 


A Long-Term Decline 


“Although the latest count of the number of 
Americans living on farms shows no signifi- 
cant change from the 1989 figure, the cur- 
rent level continues a long-term decline,” 
says Dacquel. 


In 1910, when the U.S. farm resident popu- 
lation reached its all-time decennial (every 
10 years) peak of 32.1 million persons, 
about one-third (34.8 percent) of all Ameri- 
cans lived on farms. By 1930, the propor- 
tion on farms had dropped to one quarter 
of all Americans. In 1960, the percentage 
of Americans living on farms had fallen 
below 10 percent and by 1970 nad dropped 
to about 5 percent. 


Overshadowing this trend, of course, is the 
rural-to-urban shift in population that 
started even earlier. 


“Around the time of the 1890 census, when 
the Superintendent of the Census declared 
that the unsettled portion of the Nation was 
‘so broken into by isolated bodies of settle- 
ment that there can hardly be said to be a 
frontier line,’ most Americans lived in decid- 
edly rural settings,” says Dacquel. “At that 
time, 64.9 percent of the Nation’s 63 million 
persons lived in rural areas and 39.3 per- 
cent resided on farms.” 


Since then, the Nation’s dominant type of 
settlement—in terms of where the largest 
number of people lived—shifted first from 
rural to urban, and then to metropolitan 
settlements. Early results of the 1990 cen- 
sus show that more Americans now reside 
in metropolitan areas of 1 million or more 
persons than in any other type of area. 


In 1920, 51.2 percent of the population re- 
sided in urban areas, while 30.2 percent 
lived on farms. By 1950, Dacquel says, 
more than half (56.1 percent) of the Nation’s 
population resided in metropolitan areas 
and only 15 percent lived on farms. 
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In 1990, the Midwest and the South Had the Highest Concentrations 
of Persons Living in Rural Areas and on Farms 


Percent 
60 — 
Northeast 





Total U.S. 
population 


“However, most rural farm residents con- 
tinue to live outside metropolitan settle- 
ments,” says Dacquel. In 1990, 73.6 
percent of the Nation’s 4.6 million rural farm 
residents lived in nonmetropolitan areas. 


A Regional Concentration 


The U.S. farm population is also concen- 
trated in particular regions of the country. 


“In fact, the Midwest was home to 50.5 
percent of the Nation’s farm population in 
1990—about 2.3 million persons,” says 
Dacquel. The Midwest includes the States 
of Illinois, Indiana, lowa, Kansas, Michigan, 
Minnesota, Missouri, Nebraska, North Da- 
kota, Ohio, South Dakota, and Wisconsin. 


The South contains the second largest 
number of farm residents—1.4 million, or 
29.4 percent. The farm populations of the 
West and Northeast are considerably 
smaller—691 ,000 and 230,000 persons, re- 
spectively. 


“Even though more farm residents live in the 
Midwest than in any other region, they still 


Total U.S. 
rural population 











Total U.S. farm 
resident population 


represent only 3.9 percent of that region’s 
total population,” says Dacquel. “This small 
proportion of total residents should not, 
however, be interpreted to mean that the 
farm resident population, or farming more 
generally, is of little significance in the Mid- 
west.” 


For instance, when farms are considered as 
a geographic element, their importance in 
the Midwest becomes much more appar- 
ent, she says. The 1987 Census of Agricul- 
ture reported that at least half of the total 
land area of all but 2 of the Midwest's 12 
States was in farmland, and half of the 
region's States have 80 percent or more of 
their land in farms: Nebraska has 92.4 per- 
cent; North Dakota, 90.9 percent; South 
Dakota, 90.8 percent; Kansas, 89.1 per- 
cent; lowa, 88.3 percent; and Illinois, 80.1 
percent. 


“The current regional distribution of farm 
residents differs dramatically from that of 
only 40 years ago,” says Dacquel. In 1950, 
the respective proportions of the Nation’s 
farm residents living in the South and the 





Midwest were virtually the reverse of their 
current distribution. At that time, the South 
was home to about half of all farm residents 
(51.6 percent, or 11.9 million persons), and 
the Midwest was home to about one-third 
(32.3 percent, or 7.4 million). 


The Farm Exodus 


Dacquel attributes the change in regional 
distribution of farm residents between 1950 
and 1990 to the exceptionally large decline 
in the number of southern farm residents. 
Between 1950 and 1990, this number 
dropped from 11.9 to 1.4 million. 


“The substantial loss of farm residents in the 
South accounts for 57.1 percent of the Na- 
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tion’s total net loss of 18.5 million farm 
residents during the period,” says Dacquel. 


She cautions that the data on farm residents 
may be misleading in some ways. Many 
people live on farms but do no farm work 
and, increasingly, many farmers and farm 
employees do not reside on farms. 


“Most employed farm residents no longer 
work primarily in farming,” says Dacquel. 
“As of 1990, about 55 percent of all em- 
ployed farm residents worked mainly in 
nonfarm occupations, as measured by 
number of hours worked.” 


While 59.7 percent of the 1.5 million em- 
ployed farm resident men worked solely or 
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principally in farm occupations in 1990, only 
22.1 percent of the 963,000 employed farm 
resident women worked primarily in farm- 
related occupations. 


“And, contrary to the general image associ- 
ating farm work with farm residence, only 34 
percent of all persons engaged in farming 
as an occupation lived on farms in 1990,” 
says Dacquel. “However, the tendency of 
persons employed in farm occupations to 
live off farms differed sharply between op- 
erator-managers and farm workers or other 
persons with farm-related occupations.” 


She says that 67.7 percent of farm opera- 
tors or managers lived on farms, compared 
with 13.5 percent of persons employed as 
farm workers. 


Dacquel goes on to say that the number of 
persons employed in farming has now de- 
clined to an estimated 3.3 million, or 2.8 
percent of the 118 million workers in the 
United States. About 37.9 percent of all 
persons in farm occupations were opera- 
tors or managers, and 62.1 percent were 
engaged as farm workers or in other farm- 
related occupations, such as nursery work, 
groundskeeping, or gardening. 


Typically, farm resident workers are more 
often self-employed than workers living 
elsewhere. Among employed farm resi- 
dents in 1990, 38.2 percent were self-em- 
ployed, 3.7 percent were unpaid family 
workers, and 58.1 percent were wage and 
salary workers. This compares with only 8 
percent self-employed, 0.2 percent unpaid 
family workers, and 91.8 percent wage and 
salary workers among nonfarm resident 
employees. Among farm resident men 
working primarily in agricultural industries, 
the self-employment rate was 72.7 percent. 


Farm Income Higher 


On the income side, farm residents appear 
to be doing better than they were just a few 
years ago. The $28,824 median income 
that 1990 farm resident households re- 
ceived during the 1989 calendar year was 
virtually the same as the $28,908 median 
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income of nonfarm resident households. 
But this current median income represents 
a significant gain for farm resident house- 
holds compared with other households 
since 1987. At that time, the median was 
$24,129 for farm resident households and 
$26,026 for nonfarm households. 


“Similarly, farm resident families lived in 
poverty no more frequently than nonfarm 
resident families, 9.6 percent compared 
with 10.3 percent,” says Dacquel. The av- 
erage poverty threshold for a family of four 
in 1989 was $12,675. 


But there are some major differences in 
these types of households. 


“Farm residents tend to be older than other 
Americans,” says Dacquel. “The median 
age of persons who lived on farms in 1990 
was 38.9 years, significantly higher than the 
32.8 years for nonfarm residents.” 


Having a high median age is typical of a 
group whose numbers are declining. The 
proportion of adults who are middle age or 
older is much larger among farm residents 
than among nonfarm residents. Persons 
age 45 years or older made up 41.4 percent 
of farm residents, but only 30.8 percent of 
nonfarm residents. 


Another significant difference between the 
farm and nonfarm population involves race 
and ethnic origin. 


“The current farm resident population is 
overwhelmingly white,” says Dacquel. In 
1990, farm residents were 97.5 percent 
white, 1.5 percent black, and 1 percent 
other races. Nonfarm residents, in contrast, 
were 83.8 percent white, 12.5 percent 
black, and 3.7 percent other races. 


As recently as 1960, the proportions of 
whites and blacks living on and off farms 
were roughly equal. At that time, 88.2 per- 
cent of farm residents were white and 11.0 
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percent were black. Of the nonfarm resi- 
dents, 88.6 percent were white and 10.5 
percent black. 


“Farm residents in 1990 were also less 
often of Hispanic origin than nonfarm resi- 
dents,” says Dacquel. “Persons of Hispanic 
origin represented 2.7 percent of farm resi- 
dents, but 8.6 percent of nonfarm resi- 
dents.” (Persons of Hispanic origin may be 
of any race.) 


“In addition, male farm residents outnumber 
females,” says Dacquel. “In 1990, there 
were 108 males for every 100 females living 
on farms, compared with 94 males for every 
100 females residing off farms.” 


She says the relatively higher ratio of males 
to females on farms today is essentially the 
same as in 1920, when the male/female 
ratio was 109 to 100. 


And persons residing on farms are much 
more likely to be married and living with their 
spouses than other Americans—69.5 per- 
cent compared with 55.3 percent. 


“Farm women were more likely to be mar- 
ried and residing with their husbands than 
nonfarm women, 71 percent compared with 
53 percent,” says Dacquel. @ 

Based primarily on information provided by so- 


ciologist Laarni Dacquel, Agriculture and Rural 
Economy Division, Economic Research Service. 





Farm Real Estate Values Up 
Slightly in 1991 


| he average value of U.S. farm real 
estate increased 1 percent during 
1991, the fifth consecutive annual rise. 


The January 1, 1992, national average 
value of farmland and buildings was $685 
per acre. This was 14 percent above the low 
of $599 in 1987 but still 17 percent below 
the record high of $823 set in 1982, accord- 
ing to economist Roger Hexem of USDA's 
Economic Research Service (ERS). The 
farm financial crisis of the mid-1980’s 
caused a substantial decline in farmland 
values in most areas of the Nation. 


Recent increases in values have been 
small, averaging only 1 to 2 percent nation- 
wide in the past 3 years. Regional and State 
averages have varied more widely. 


In real (inflation-adjusted) terms, the na- 
tional average of farm real estate values fell 
3 percent in 1991. Inflation for the year was 
3.6 percent. Real values have been falling 


itil 
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Average values for 
regions and States 
vary significantly. 





since 1981, Hexem says, and are now 49 
percent below the peak level. 


What determines farmland values? 


“Expected economic returns, interest rates, 
and inflation provide the basis for the prices 
that most buyers are willing to pay for farm 
real estate,” Hexem says. 


Several factors in 1991 did not support 
higher U.S. farmland values, he notes. Net 
cash income fell 8 percent and net farm 
income dropped 17 percent. Inflation-ad- 
justed interest rates remained high, even 


though nominal rates declined. The pre- 
viously declining farm debt-to-asset ratio 
leveled off. 


Also, sluggish economic conditions less- 
ened demand for farmland for nonagricul- 
tural uses, particularly near urban areas. 
And some areas of the country, mainly in 
the West, experienced severe drought. 


“Beyond 1991, the uncertainties in regard 
to farmland values include the timing and 
strength of economic recovery and the con- 
sequent effects on interest and inflation 
rates,” Hexem says. He adds that trade 
negotiations and economic conditions in 
importing countries are critical, because the 
export market represents the major oppor- 
tunity for expanded demand for U.S. farm 
commodities. 


The largest State increase in farmiand val- 
ues in 1991 occurred in West Virginia, with 
15 percent. The largest declines took place 
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in Colorado and Wyoming: in both these 
States, values dropped 10 percent. Califor- 
nia, the Nation’s leading agricultural State, 
experienced a 1-percent decline in farm 
real estate values. 


Regional averages ranged from 3-percent 
gains in the Corn Belt and Appalachia to 
3-percent losses in the Southeast and the 
Delta States. Other gains were 2 percent in 
the Northern Plains and 1 percent in the 
Northeast, the Lake States, and the Moun- 
tain States. Other regional declines were 2 
percent in the Southern Plains and 1 per- 
cent in the Pacific region. 


Over the past 5 years, the highest State 
increases in farmland values were 53 per- 
cent in South Dakota and New Mexico, 50 
percent in lowa, 49 percent in Minnesota, 
and 42 percent in Nebraska. The biggest 
losses were 15 percent in Texas, 12 per- 
cent in Wyoming, and 6 percent in Utah. 


Economic conditions in sectors other than 
agriculture affect farmland values. The de- 
clines in farmland values in Texas, Louisi- 
ana, and Oklahoma in the past decade 
were partly the result of hard times in the oil 
and gas business, Hexem notes. 


This year, the two highest regional aver- 
ages were $1,712 per acre in the Northeast 
and $1,212 in the Southeast. The two low- 
est were $288 in the Mountain region and 
$449 in the Northern Plains. 


The annual land values report covers rental 
rates as well as farm real estate values. 
This past year, changes in cash rents var- 
ied within and among regions without any 
consistent pattern, Hexem says. 


The highest cash rent averages for nonirri- 
gated cropland were $104.60 per acre in 
lowa, $103.30 in Illinois, and $101.50 in 
Florida. The highest averages for irrigated 
land were $179.60 in California, $128.10 in 
Arizona, and $114.30 in Idaho. 


Pasture rental rates ranged from $44.40 
per acre in Delaware to $3.60 in Wyoming. 
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Average Per-Acre Value of Farm Real Estate, 1988-92" 


As of Feb. 1 As of Jan. 1 
1988 1969 
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Pennsylvania 
Delaware 
Maryland 
Lake States: 
Michigan 
Wisconsin 
Minnesota 
Corn Belt: 
Ohio 
indiana 
Minois 
lowa 
Missouri 
Northern Piains: 
North Dakota 
South Dakota 
Nebraska 
Kansas 
Appaiachia: 
Virginia 
West Virginia 
North Carolina 
Kentucky 
Tennessee 
Southeast: 1,212 
South Carolina 
Georgia 
Florida 
Alabama 
Delta States: 
Mississippi 
Arkansas 
Louisiana 
Souther Piains: 
Oklahoma 
Texas 
Mountain: 
Montana 
idaho 
Wyoming 
Colorado 
New Mexico 
Arizona 
Utah 
Nevada 
Pacific: 
Washington 
Oregon 
California 
48 States 








1. Nominal dollars. Details in Agricultural Resources: Agricultural Land Values and Markets Situation 
and Outlook Report, USDA, Economic Research Service, June 1992. 








1991 Farmland Values Were Higher in 25 States, Lower in 19, and Unchanged in 4 


$ average values in states and regions* 
% change from Jan. 1991 to Jan. 1992 


Mountain 
$288 


+1% 


Pacific 
$1,199 


1% 


~~ 48 States 
$685 
+1% 


“Regional totals are weighted averages 


The farmland values and cash rent esti- 
mates come from the annual Agricultural 
Land Values Survey that is conducted near 
the beginning of each year for ERS by 
USDA's National Agricultural Statistics 
Service. The farmers and ranchers sur- 
veyed are asked to estimate the average 
value of farmland in their home counties— 
“the value at which farm or ranch land could 
be sold, at full market value, including the 
influence of nonagricultural factors." HH 

Based primarily on information provided by 


economist Roger Hexem, Resources and Tech- 
nology Division, Economic Research Service 


Northern Plains 
/ $449 


+2% 


Southern Plains 
72 


-2% 


Lake States 
$915 


+1% 


$2,062 


-3% 


Northeast 
$1,712 
+1% 


/ 


$1,051 \ be $931 


+2% 


Corn Belt \ 


$1,158 


+5% 
~ Appalachia 
$1,091 


+3% 


Southeast 
$1,212 
-3% 
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Number of Rural Doctors Has 


increased 


T number of medical doctors in the 
United States increased by 76 percent 
between 1970 and 1988, from 268,000 to 
472,000. 


Rural areas, however, still lagged behind 
urban areas in the ratio of doctors to total 
population, according to demographer Paul 
Frenzen of USDA’s Economic Research 
Service. 


In 1988, the ratio was 226 physicians for 
every 100,000 persons in metropolitan ar- 
eas, but only 98 physicians per 100,000 
persons in nonmetropolitan areas. 


Physicians in nonmetro areas were least 
likely to locate in “rural counties.” Those 
physicians who did locate in nonmetro ar- 
eas preferred “urbanized remote counties” 
instead of counties close to metro areas. 
This reduced competition from physicians 
in metro areas. 


A metro area is defined as a county or 
counties with a population of 50,000 or 
more and any adjoining counties that have 
a “metropolitan character.” Nonmetro areas 
include all other counties. Urbanized re- 
mote counties are nonmetro counties with 
20,000 or more urban residents that are not 
adjacent to metro areas. Nonmetro rural 
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In 1988, there were 226 
physicians for every 
100,000 metro area resi- 
dents, but only 98 for 
every 100,000 non- 
metro residents. 





counties are nonmetro counties with fewer 
than 2,500 urban residents. 


The preference for urban locations is even 
more pronounced among specialists than 
among primary care physicians. More than 
half of all physicians in the United States 
are specialists, the most common types 
being surgeons, radiologists, anesthesiolo- 
gists, pathologists, and psychiatrists. 


There were 243,000 specialists in the 
United States in 1988. Of this total, 220,000 
were in metro areas, while only 22,000 
were in nonmetro areas. “Most physicians 
in nonmetro rural counties are primary care 
physicians, but more than half of the physi- 


cians in nonmetro urbanized remote coun- 
ties are specialists,” Frenzen says. 


“By 1988, urbanized remote counties had 
eight times as many specialists as rural 
counties, and twice as many primary care 
physicians,” Frenzen says. “Specialists are 
attracted to urbanized remote counties in 
part because these areas have become 
medical centers for regions outside major 
cities.” 


Why are physicians more attracted to urban 
areas than to rural ones? 


For many of the same reasons other people 
are attracted to them, namely such ameni- 
ties as cultural and recreational facilities. “In 
addition,” Frenzen says, “the uneven distri- 
bution of physicians is partly due to the 
concentration of medical educational facili- 
ties, research activities, and specialized 
care in urban areas.” 


Most medical training facilities are located 
in urban areas. “Medical students often de- 
velop personal ties where they are trained, 
so they tend to stay in that area,” Frenzen 
says. 


Even though the number of nonmetro phy- 
sicians is considerably smaller than the 
number of metro physicians, the nonmetro 
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physician count did improve during the 
1980’s—the ratio of physicians in nonmetro 
areas grew from 83 to 98 per 100,000 per- 
sons. 


Education Programs Important 


In the early 1970’s, the National Health 
Service Corps (NHSC) was created to offer 
scholarships to medical students and later 
to other health care trainees. In exchange, 
the recipients agreed to work in rural areas 
or inner cities identified as Health Person- 
nel Shortage Areas (HPSA’s). After gradu- 
ation, they worked in HPSA’s for 1 year for 
each year of financial aid, with a minimum 
2-year obligation. Over 16,500 health pro- 
fessionals were placed in federally desig- 
nated HPSA’s under the program. 


Funding for the NHSC was drastically re- 
duced during the 1980's, partly because a 


study done by the Graduate Medical Edu- 
cation National Advisory Committee for the 
Secretary of Health and Human Services 
projected an oversupply of physicians by 
1990. Some Federal officials concluded 
that the rising number of physicians would 
make rural areas more attractive to physi- 
cians, since there would be increasing com- 
petition for jobs in urban areas. 


Another study, by the RAND Corporation, 
found that many physicians moved into 
smaller towns during the 1970’s. The study 
predicted that physicians would continue to 
do so in the future as the number of physi- 
cians rose. 


Although the number of physicians in non- 
metro areas did increase during the 1980's, 
29 percent of the nonmetro population still 
lived in HPSA’s in 1988. In contrast, only 9 


percent of the metro population lived in 
HPSA’s. 


In 1988, there were 1,307 HPSA’s in non- 
metro areas. It was estimated that these 
areas would need nearly 1,800 additional 
primary care physicians to lose the HPSA 
designation. 


The Government recently increased fund- 
ing for the NHSC in response to the con- 
tinuing need for physicians in underserved 
areas. The NHSC budget totaled $11.3 mil- 
lion in fiscal year 1990, and rose to $48.7 
million in fiscal 1991. 


The NHSC scholarship program has been 
replaced by a loan repayment program. 
Graduates of medical schools and other 
health professional programs can now ar- 
range to have their educational loans re- 
paid by the Government in return for 
working in an HPSA. Loans are repaid at a 


rate of up to $20,000 for each year of work 
in an HPSA, and participants must serve 
from 2 to 4 years. 


In addition, a Medicare reimbursement bo- 
nus for physicians who work in HPSA’s has 
been put into effect. This bonus, originally 
set at 5 percent, was increased to 10 per- 
cent on January 1, 1991. @ 

Based on information supplied by demogra- 


pher Paul Frenzen, Agriculture and Rural Econ- 
omy Division, Economic Research Service. 
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FARMLINE TRENDS 





Monthly Price Monitor 


USDA's June 1992 inflation-adjusted index 
of farm prices, from the National Agricul- 
tural Statistics Service’s Agricultural Prices 
report, was 1.4% below May and was 8.6% 
below a year earlier. Wholesale market 
prices follow. Corn held fairly steady at 
$2.51 per bushel, and wheat held steady at 





1990 


ws 

1992 wi 
. 

"e 


aut” 


2.00 





os 


1.50 i i a ' \ rl 1 n 


“ 
seseneens® 


ss , 4 
cog “encccest™” Yrmseenennneny 
fant ; 





$3.88 per bushel. Soybeans, at $6.03 per 
bushel, reached their highest point since 
August 1990. Cotton prices rose to 58.8¢ 
per pound, the highest level since Septem- 
ber 1991. Lettuce dropped to $3.80 per 
carton, and oranges fell sharply to $5.40 
per carton. Prices for direct choice steers 


dropped to $74.02 per cwt, their lowest 
price since January. Barrows and gilts, at 
$48.22 per cwt, reached their highest level 
since August 1991. Broilers declined to 54¢ 
per pound. 
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FOCUS ON FOOD: 
COSTS AND CONSUMPTION 








How much are food costs changing? Why? How much of the consumer food dollar 
goes to farmers and how much goes to food processors and marketers? How has 
American per capita food consumption changed in the past 20 years? Find the 
answers in these NEW products from the Economic Research Service. 


Food Cost Review, 1991. August 1992. Order # AER 662. 60 pages. $8.00. 


This annual publication reports recent developments in food prices, farm-to-retail price spreads, 
food spending, profits, and marketing costs in the food industry. This report also discusses 
price-spread changes for leading food items, such as Choice beef, milk, and bread. Topics 
include why consumers had to pay moderately higher prices for most foods at the supermarket in 
1991 and why some food were better buys. Why the the 1991 farm value (what farmers 
receive) of USDA’s market basket of feods was lower than in 1990. And why marketing charges 
(labor, packaging, transportation, and energy) made up more than three-fourths of last year’s 
retail expenditures for food that originated on U.S. farms. 


Food Consumption, Prices, and Expenditures, 1970-90. August 1992. Order # SB 840. 
160 pages. $14.00 


This report is a comprehensive and convenient source for historical data on per capita 
consumption of major food commodities in the United States, including the basic data on 
supplies and disposition from which the consumption estimates are derived. It also includes 
information about population, income, prices, and expenditures related to food consumption. 
This statistical bulletin makes good use of fact-filled tables and illustrative charts. 


Food Consumption Electronic Database. July 1992. Order # 89015B (one 3.5" disk) 
[Lotus 1-2-3 (.WK1)]. $25.00. 


These disks provide per capita food consumption by commodity and commodity group, 1966-90; 
supply and use by commodity and commodity group, 1966-90, and food expenditures, 1869-1990. 


SPECIAL PACKAGE! Food Consumption, Prices, and Expenditures, 1970-90 Report 
AND Electronic Database. August 1992. Order # 92PK01 (one copy of SB 840 and one 
3.5" disk). $30.00. 


To order these products, call the 
ERS-NASS order desk, toll free, 
1-800-999-6779. 


Or write to: ERS-NASS 
P.O. Box 1608 
Rockville, MD 
20849-1608 


Please add 10% shipping for domestic 
orders; 35% for foreign (includes Canada). 
Order now! Prices good through 10/92. 














New from USDA’s Economic Research Service 
CALL-ERS 


CALL-ERS is a new electronic bulletin board service available 
free to users of ERS information and data. Use CALL-ERS to: 


Download timely situation and outlook summaries 


Download selected situation and outlook tables as electronic 
spreadsheets. 


Download samples of electronic data products. 

Stay informed about new reports and data products from ERS. 
Shop our on-line catalog 
for periodicals, reports, vid- 
eos, and data products. 
CALL-ERS supports 

1200 and 2400 baud com- 
munications (N,8,1) on 


1-800-821-6229 and 
1-202-219-0377. 





Call from your 
computer today! 
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Moving? To change your address, send 
this sheet with label intact, showing new ad- 
dress to EMS Information, Rm. 228, 1301 
New York Ave., N.W. Washington, D.C. 

20005-4788. 

















